Purpose -The purpose of this paper is to identify possible reasons for insurance companies' scant interest in real estate as investment asset in Poland. The authors attempt to determine the impact of real estate investment on insurance companies' profitability. Design/methodology/approach -After collecting the aggregated data about insurance companies' financial results for the period 2000-2008 the authors analyzed the relationship between real estate investment and profitability indicators such as return on assets (ROA), return on equity (ROE) and return on sales (ROS). This approach reflected the shareholders' point-of-view. Subsequently, the same kind of analysis was carried out to investigate the impact of real estate investments on the insurance companies' return on technical activity (RTA) and return on investment activity (RIA). These indicators are meant to assess business performance from the point-of-view of insured persons. Findings -The analysis revealed some negative correlations: real estate investments may reduce the profitability of insurance companies. If this is true, the unwillingness of insurance companies to purchase property would not be surprising. Yet, this conclusion should be accepted with caution.
Introduction
Insurance companies in Western Europe are important investors in the real estate market, which follows from the nature of their business. According to insurance theory, investment should be safe, liquid and profitable. It is mostly life insurance companies that invest in the real estate market, as they are primarily interested in long-term investments and, unlike property insurers, do not require high liquidity. They invest in the real estate via different ways -directly and indirectly, to derive an income flow from commercial real estate or granting mortgage loans to obtain profits from interests, purchasing units in real estate investment funds (REIT and other legal forms) and purchasing Mortgage Backed Securities.
Insurance companies in Poland -business foundations
Insurance companies operated in the time of the People's Republic of Poland, but following the political and economic transition, new market principles evolved and there emerged life insurance companies. The rules of functioning of insurance companies in Poland are regulated in the Insurance Activity Act [1] . Basically, insurance company business comprises technical-insurance activity and investing. While technical-insurance activity constitutes the core business, the investment policy is pursued through designing a portfolio pursuant to the principles of safety, liquidity and profitability.
The investment activity of insurance companies in Poland is regulated by the legislator, who imposes restrictions including the directions of financial investment, determines maximal quotas of particular types of investments in the portfolio, and appoints a supervisory authority for insurance companies (Czerwińska, 2003, p. 62) .
The analysis of investment activity of insurance companies demonstrates that they did not pursue a specialized investment policy in the real estate market. In the years 2000-2008 real estate was of marginal importance in the portfolios of insurance companies (see Table 1 ). Insurers regarded real estate primarily in terms of "headquarters" and the related prestige, and not as investment, which is clearly noticeable in the data for [2002] [2003] During the study, the following main research hypothesis was formulated: real estate investments enhance the profitability of insurance companies. Moreover, four supporting hypotheses were proposed: real estate improves return on assets and equity; increased return on sales leads to higher real estate investments; increased return on technical activity is accompanied by insurance companies' increased commitment to investments in the real estate market; and increased return on investments is connected to greater real estate investments. The data were aggregated in accordance with the methodology applied in financial statements; hence, insurance companies were first examined in general and then separated into life insurers and other personal insurance/property insurance companies. Real estate investments were also subdivided. First, aggregated data were used and then data for investments in buildings, land, land development projects and projects in progress were explored. Due to the short study period and legal changes with respect to the manner of reporting real estate, the available data can be hardly deemed perfect, of which the authors are fully aware. However, the changes in accountancy rules present an insurmountable barrier, so the question was whether to attempt analysis of the available indicators or shelf the project. Importantly, the study results may not be perceived as undisputable.
Methodology
The study was divided into two stages. The first one included analysis of Pearson's correlation coefficients. Student's t-test with significance levels of 0.01, 0.05 and 0.1 was applied to assess the reliability of results. While the first significance level gives a relatively high degree of certainty, the last significance level requires a cautious interpretation.
The next stage involved linear regression analysis to determine the strength and quality of relationships between performance indicators and real estate investment levels.
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Results Table III provides results of Pearson's correlation analysis between profitability indicators and the share of particular real estate types in company assets.
The analysis provides quite surprising results. The vast majority of significant correlations are negative, which means that increasing coefficients imply decreasing real estate investments. When embarking on the study, the authors anticipated quite the opposite relationships. Examination of correlations of the RIA indicator is considerably different in that it provides no clear answers: even though the correlation coefficients are positive and comply with the author's expectations, none of them is significant. Table IV presents the results of linear regression analysis. This examination was conducted for all the instances, but the results presented include only significant correlations between the dependent and independent variables. Table IV presents results of regression for successive variants of the model. The regression line is predominantly downward-sloping, which is hardly surprising given the analysis of correlation coefficients. A positive correlation is observed only between return on equity and land investment for other personal insurance and property insurance companies, at the relatively liberal significance level of 0.1. In all other statistically significant cases the regression line is characterized by negative In the vast majority of statistically significant cases, the proposed research hypotheses were refuted. However, due to the quality and volume of data, the conclusions should be deemed questionable and by no means final. Should the decreasing profitability trend with respect to both the investor and the insured be observed in longer historical series, this would answer the question of the insurance companies' lack of interest in real estate investment. Moreover, the fact that despite the increased return on sales and return on technical activity the insurance companies show a declining interest in real estate may prove that it is not a lack of capital that hinders such investments. While drawing final conclusions, it should be remembered that land investments boost return on equity, although the statistical parameters in this case are not very good. Thus, the results are ambiguous.
Summary
Insurance companies, and in particular life insurers, are some of the institutional investors that could be interested in real estate investments for a number of reasons. While this is the case in the developed countries, in Poland real estate constitutes 0.7 percent of the investment portfolios of life insurers and 2 percent of those of property and personal insurers (2008) .
The study does not provide an exhaustive answer, but only indicates that for insurance companies in Poland, real estate investments are not necessarily profitable. A number of factors can be responsible for this result, such as: an underdeveloped market or a too short period of time to prove the effectiveness of property investment as compared to other investments, such as securities.
These conclusions demonstrate that further study should be conducted to obtain a comprehensive description of the phenomena observed. According to the authors, one of the next steps should be investigation of the same relationships lagged one, two and three periods. However, much data are necessary to conduct such examinations. 2. The changes in legislation reformulated the investment categories; insurance companies were forbidden to recognize property used for their own needs as investment, this regulation remained effective during the period 2002-2003. On 1 January 2004, a new act introduced new regulations concerning the investment portfolios of insurance companies; referring to the real estate the previous rules were introduced and the use of real estate was of no account. The maximal quotas for property investment, investment certificates of trusts investing solely in real estate, and mortgage loans were specified at level of 25 percent of the technical-insurance reserves.
